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MEETING BETWEEN THE PRIME MINISTER AND THE FRENCH PRESIDENT

At your meeting in the House on 23 March, you asked for
an analysis of the possible advantages and disadvantages of a
visit to Paris in the near future and what we would expect to
result from such a meeting.

2. My own conclusions are:

(i) that, if it were possible, on balance it
would still be to our advantage to arrange
a meeting between you and the President in
the latter part of April;

(ii) but we are inclined to think that Pompidou
may not want a meeting until the latter part
of May or early June;

(iii) we shall only get a meeting in April if we
press for it; we might not get it then;
and there are obvious disadvantages about
being seen to press for it too strongly;

(iv) a meeting in late May is going to be a

ifficult operation to handle successfully.
. e will be involved on both sides.

may be difficult at that later stage to
1at would almost amount to a detailed
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(v) in all the circumstances | think we
should go for a bilateral meeting in
April. It would seem best to avoid a
bilatera! meeting with him after the
middle of May. If a high level meeting
is required at a later stage to break
deadlock in Brussels, it should be a
multilateral meeting "(of the Six o
the Seven or the Ten);

(vi) whether you met Pompidou in April or
later, your meeting would have to cover
subjects not involved directly in the
negotiations;

(vii) whatever the date of the meeting you
would have to convince Pompidou that
Britain and France could work together
in Curope. Putting over this conviction
would be more important than anything
else, and recall the meeting between
Adenauer and de Gaulle at Bad Kreuznach
in 1958, which laid the foundation for
subsequent Franco-German co-operation;

(viii) {ﬂu would also want to convince Pompidou
hat we are an economically viable
partner. Pompidou will be briefed on
our economic instability and weakness;

(ix) Pompidou will expect something on
defence;

{IQ Pnlpiﬂuu will also look for some assurance
E ding the future of the sterling area
It will be for consideration how far glnnl
issurances will suffice. Any attempt by
:;3__;Zf“ﬁgg}‘tn4nuaﬂi a detailed

, ';-»«T-h=-~*-~ IWGhi well amount

/to postponing
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to postponing a decision on the outcome
of the negotiations until the Autumn or
later with all the risks involved;

(xi) Pompidou may also raise the position of the
French language in the enlarged Eunmunltyi
and perhaps the transfer of the Community's
institutions to Paris;

(xii) as regards the issues being negotiated in
wrld cowes pawds | Brussels, | am sending you a separate

F

rrcde afls davoursm  |minute dealing with the sort of package
bdionen. upantranks  |ye might expect to emerge from a
/., successful negotiation. Broadly we
6/3 hope the French will give ground on

sugar and this might therefore not have
to be discussed with Pompidou., At an
April summit you could assure Fompidou
that, if we get satisfactory arrangements
for New Zealand and Community finance we
would be ready to meet French views on
Community preference in the agricultural
field on the basis more or less of the
proposal the Community had made to us.
At a meeting in May or June we might
have to agree the outcome in greater
detail.

3. We must accept the risk that if we press Pompidou for
a bilateral summit in April, he could find reasons for
avoiding a ua_ttnﬂonltngathw, or he could allow the meet ing
to take place without result, or he could use our approach as
~a means of proposing a meeting in May rather than April. In
- seeking a meeting in April, we could represent to Pompidou

‘importance of your gat{mg together and discussing the

ad issues facing Cu as you will have done with Brandt

i '-"-.: f | ._ lombo. This affords an obvious

. QRET /opportunity
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opportunity to discuss as well the main outstanding
questions in the enlargement negotiations, in advance of
the Ministerial meetings in Brussels in May, and at a time
vhen there is no atmosphere of crisis.

4. | think we should avoid for the moment accepting any
counter-proposal from Pompidou for a bilateral meeting in
May, and we should make this clear when we propose April.
This would mean that, if the negotiations in Brussels were
to reach deadlock in May/June, any high level rescue
operation would be a multilateral affair. There are
disadvantages from our point of view in a summit of the
Seven or Ten preceded by a summit of the Six. Out | feel
that these disadvantages are small compared with the dangers
involved in attempting to settle outstanding questions
direct with Pompidou in an atmosphere of crisis in May/June.

5. | imagine you will want to discuss this question
frankly with Brandt, who might himself be prepared to
press Pompidou to agree to a bilateral meeting with you

in April.

6. | am myself going to Rome this weekend, and shall be
seeing Colombo as well as Moro. | shall not raise the
matter but to from what the ltalian Ambassador said
to me yesterday the ltalians are very interested in the
idea of your meeting Fompidou and may refer to the

Mﬁ.ﬂy.

' Conmuni y are meeting again on 30 March, and |
' you again about this before your meeting with

| L i
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1 | have seen a cops of the Chancellor of the Exchequer's
note to you on the significance of the French move on sterling
at the EEC Permanent Representatives' meeting in Brussels on
18 March. | am writing to say that | share his views.

2 We can only guess at the French motives but, at this
stage, it would seem right to keep an open mind. |t may be
that President Pompidou's decision to raise the question of
sterling in this way is consistent with the view that he has
realised that the negotiations are reaching their crucial
nhase, and that the French have to make their position on
sterling clear now if they are to do it at all. In regard to
the publicity this action has received, the best evidence we

have is that this time the leak did not come from them,

3  The first reactions of the Five to the French statement
appear to have been on the whole negative. We have been told
by the Dutch, who have long been our most candid informants as
well as our staunchest supporters among the Six, that their
conclusion was that the statement was indicative of French
willingness to see the Community enlarged. It was significant
that the text did not make the balance of payments an issue.
Thn Butnh nlm wnn that the relaxed 1ine we have been taking
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4 In Brussels | think | should continue to insist that

only matters of direct concern to the neqotiations, such as
transitional arrangements 1in regard to capital movements,

should be subject to negotiation; and that any other issues
which the French raise over sterling should be discussed e

separately in more discreet fashion and if necessary else-
where,

5 | an sending copies of this to the Foreign and Common-
realth Secretary and to the Chancellor of the Exchequer.




HOTE OF CUIVERGAT ION BETWEEN
THE GHANCELLOR OF TIIE DUGHY OF LAHCASTER
A THE FREIGCH ABASSADOR
FURE G AlD CUTIOIGEALTH OFF ICE
20 HARCH 1971 at 1100 hours

Ihe French Anbassador called en the Ghancellor of the Duchy
this morning for a general talk about the state of the neqotiations,
e stayed for about an hour. llo said that he would be returning
to France next week on the occasion of Princess Margaret's visit,
and would be seeing both President Pompidou and M Schumann. Before
q0ing he thought it would be valuable to hear Hr Rippon's views on
the present state of play. '

oterling

2 He Rippon referred to Il Boecner's statement on sterling to
the Permanent Representatives on 18 March. W de Courcel said that
his Governnent much regretted that there had been a leak. They

were entirely innocent themselves. The French position was clear,
Lver since 1967 the French had thought - and said - that the prob-
len of sterling nust be discussed in the context of the neqotiations
for British membership of the Conuunity. President Fmgidw had
emphasized his personal interest in the whole subject when he saw
tha ine Hinister in Paris on the occasion of Generalde Gaulle's
funeral. The Comaunity itself liad agreed on a conmon position on

n 11 June. e iippon replied that the British took

| S STITONATt 10 e oMty on 30 June in

. 11'_11'1* el U LWeE SUb ects whicl were er
2tary and Tinancia

Tl in diso ssion be ties,
1 1l Lions of procedure apart, ve wer
Y the stibsiance of W Boegner's speech, and
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thought it perfectly reasonable that he should have made these
points, His statenent formed part of the process of discussion
which had bequn with the submission of the Community quest?nnnaire
and our replies to it. lle thought that the problem of capital
novements, which had been mentioned by M Boegner on 18 Harch,

came into the negotiations proper; but the reserve role of
sterling and the sterling balances went wmuch wider and concerned
other countries, and obviously required different treatment. This
did not mean that we denied th2ir relevance to the negotiations

or were unwilling for full discussion. As for the Basle arrange-
ment, the French were not parties to it, and therefore did not
have to concern themselves with its renewal.

4 W de Courcel said that the French were not trying to be
unhelpful, They aqgreed that there were certain questions which
had to be dealt with in the Group of Ten. They were ready under
certain conditions to participate in the Basle arrangement when
Britain became a member of the Community. But there was a major
problem which could not in all honesty be dissociated from the
enlargement neqotiations. The French believed there was a

certain incompatibility between membership of the European
Comaunity and international responsibility for a reserve currency.

In_their view the points raised by M Boegner should come within
tfe_scope of the negotiations and 3 h:mfgm tniu’éinns 1o all these
IS not be found before the negotiations ware
i EH_TEEEEEfﬂre the

AT g Ons could hope to succeed. @ French were not askiﬁﬁ'
e nha?gaa in the reserve role of sterling and siill less in
the present international monetary system, but simly for some

counitments that certain probless which we all reconnized would
b bctuﬁ:!a | by Britain in a certain way - for examle by agreeing

in to reduce the sterling balances - to ensure that at the
¢ of the day the enlarged Comaunity would be able to no for-
wards econonic and monetary union with all which that
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of these issies with the Community, but they respected the rules
sot out in M laruel's statement of 30 June, and did not want such
discussion to take place in the Brussels market place. The leaks
which had already taken place over the questionnaire showed how
little we could trust Brussels security. 1i de Courcel asked if
the British wou ' il =
cussions dir ]

chanaes in the role of sterling flowe
nembership of the Community. \le did not want Tiis very celitd
igsue, which could be settled amicably in its own way, to get
involved directly in the neqotiations. He hoped and helieved
that discreet discussion of the kind referred to by M Harmel would
lead to a broad measure of agreement.

b M de Courcel said it was evident there ves some disagreenent
between The British and French Governuments. UP

hoped not. e were dealing With the Gomnunity, ang %Ee %%muunit 's
viEws Tad been expressed 10 US. TN [rench now seened to ve taking
a CTEWWhTCWas different from that of their partners. I de Gour-
cel said that the Conmunit ke up a position on

the matier. Te did not think that the French would be alone.
In any ca was not a bilateral vatter beiween Oritain and
France. Th$_g%ﬂnﬁh_ﬁn1g:nmﬂnils_iniﬂnunﬂiéiigﬂ.gi_i tarmel's
statement o June itigh one.

: =T would be verv foolish for us to have a dispute
over this when we were agreed that the problem was real and needed

thorough exanination between us.

do Courcel raised the question of Conmunity preference.
t it was of great irportance to his Government to be
w the French that vhile France was opening her markel
1 industrial pi Duucts, so B_-l"lt&"l'l would be ing
French ones. lir Rippon said that he
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vas glad this problen had not so far wade the headlines. It was
aractical and technical, lie had agreed on parallelism in the
transitional period, and on the need to work out a balance of
nutual advantage. Ve had to avoid unduly abrupt changes in our
trading patterns and avoid damaging third countries; but we
accepted the principle of Community preference and would apnly it
as quickly as we could. M de Courcel said that so far as hEr
understood the problem it related only to relatively few products.
The French were not asking for Coumunity preference to be applied
from the moment of entry but did want there to be quick and tangible
progress.

" Commonwealth Sugar

8 i de Courcel said that the French were disappointed that it
had not been possible to reach agreement on sugar at the Hinisterial
seeting on 16 Harch., There were however verycmsiderable problens
about undertakings to continue to import present quantities of
sugar from the Commonwealth developing countries. llis Govern-
ment had looked at the problen and concluded that there should be
neqotiations this year to establish at least the outlines of the
Community's sugar policy after 1974=5. The French had held down
their sugar Ernduntiun under the existing recine but the other

~ members of the present Conmunity had increased theirs. If the

others were going to produce more sugar, so should France, who

‘had her vocation sucridre. fir Rippon replied that we could say

0 had a vocation sucriére. But we had Timited
‘would go on liniting it in order to help our
wealth sugar producers. \le had made a major
out Australian sugar {mport quotas,
f>zi1ng aun::nptinn %hara guuld be
dmports of present quantities
nwealth., HN de Courcel wagged
ised by GQHPQn!qa]th-au?;r_;:'
;jfmg‘*hrﬁﬁn;ﬂﬂgrzdiffiﬂﬂ.ig.i_“.
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Conclusion

9 In leaving, M de Courcel said that he was as ever an
optimist about the outcone of the negotiations. |In fact he
radiated his habitual gloom, and stuck pretty closely (apart

from his perhaps incautious remark about Community preference) to
his official brief.

THM R (C C C TICKELL)
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RECORD OF TALK BETWERN TE GIANCELLOR OF THE pUGIY OF LANCASTER

AND THE ITALIAN AMDASGADOR: FOREIGH AND COO:ONTZALTH OFFICE

25 MARCH 1971 at 1715 hours

The Rt. Hon, Geoffrey Rippon, QC, LF HE Signor Monuzini
¥r. Tickell Signor Vattand
Mr. Stitt

Sismor Mansind apologised for the fect thet Signor Hatall,
tho Italian Hinistor of Agriculture, hed been wmable o make his
planned visit to London today as the mecting of the EXC linisters
of Agrioulture in Brussels had lasted until noon. A& ecmpromise had
been reached at that meeting allewing for small increases in prices
of between 3% and &% and inareased expenditure on structural
improvements for agriculture, which should, he said, help Bratish
hill faormers in due oourse. Mr. Rippon expressed his satisfaoctiom.

P Signor Manaini said that he hed just returned from Rome
-ﬂMﬂmmh&mwmmmrwmm.mu
~ Er. Rippon seid it wes important not to take oux




had told us vhat mattored most to it, we had moved towards the
Commmity by accepting the direct incomes systom, tho coiumon
asrioultural policy and other things described to us as of fundamental
import-nco. Now it was timo for the Commmity to move toverds us.

4. Signor Mangind esked if the Fronch were locking simply for
the best terms or vhether their behavioul roflectod contimuoed
political prejudioo, ilr. Rippon said that he thought that the
public's respmse to the French statement on storling had beon

an over-reactim. It had alvays beon expocted that the Fronch
would raise storling, The way in vhich it was done wes pertaps
unfortunates. The exchanges between us and the Commission on the
gquestionnaire verconly a beginning, but the loaks enlenic at
Brussels suggested that perhaps anothor forum, including perhaps

oantral bankers, might be preferable. However capital movements
could be discussed in Hrussels.

S The main problems in the transaitional arrangoments were to
engure that damago was cot done to Bratish sgrioulture, that
agricultural prices did noi rise too sharply and that relations
mMWmmaﬁm What was sought was a

ntage. Signor Mansini mugsosted thet when
-mmﬁnﬂummmgm
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that they would put forvard nov proposals: on 16 Moxoh they did not.
Could thoy not ruad thelr oum minutes?

6. Mr. Rippon ond Sigor Manzind agrood that perhape aone
French officials vere more rigid han their politicul leadcrs.

M, Rippon said that Prosident Pompidou had gurely ncted in good
feith at The Hague in 1969, Certainly the reasons which Fresident
do Gaulle had pu’ foriaxd agaiast British entry no longer oarried
suoh weight with M, Pompidou. Simor Nanzini said that tho probloms
wore political snd no longor cccmomic. Several of tho older
Gaullists wvere perhcps presonting o political problem to X, Fompidou
who did not have the same cuthority as Goneral de Gaulle. Ferhaps
things would be bebter now that the French local elections had
teken plece. FPro_resc ooulld be made by talking directly to him,
¥r, Rippon asked who chould do the taiking. Bimor lanzind did net
mawer, but sald that M. Schumann who was deoing the negotinting hed
lindted freedom of astion. The best thing was perhaps that during
the next session of negotiations in Prussels M. Schumenn vould bo
‘returning to Paris to roport to a mecting of the French Cubinot,

A % o
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Foreign and Commonwea Ith Office

"“\\\ Downing Street London 5 W
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Chancellar of the IDVug hlp af Landgast

25 March 1971
Pina MwLlL

Dar e /s

HM Ambsssador in Paris sent 26/3
Robert Armstrong a copy of his letter of
24 March to Sir Con 0'Neill about his talk
last week with Jean-Frangois Deniau.

| think that you should see the
enclosed account from a French source of
Deniau's eartier talk with President Pompidou.
In particular, it gives rather more detail
about Deniau's implications of Pompidou's
interest in subjects outside the strict scope
of the negotiations, especially as regards

defence. 4
/E‘L--.i--ﬁ-:%

(%1:vij:T114_ah
(C C C TICKELL)
Enclosures

P JSMoon Esq
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~ take place in an atuosphere of crisis with all;
- and prestige involved publicly on both sides.

- -

o Aololioh aid atfmadandd wissnod
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DIRIAU, PARID0U 4D THE CONCLUSILH OF THE NEGUTIATIGS

Deniau has been trying to arrange to :;t;e_u‘ur.;:nduu ;{nfﬁl_t ’
shortly before Chiristmas to get @ line fron him about his ?i itude
to enlargement negotiations. Deniau had the 1UHTU5510“1tﬁa}‘
Jobert and Dernard vere on their own responsibility denying hila
a meeting, and he finally arranged to sce ompidou ostensibly on
African affairs through Foccart on 12 Harch.

o A well-tricd source, g aaeoam——an i L0ld

e on 1D tarch # ~——————— ——————————— ¥

EWWH—*

# —~———~% aflor ten minutes of discussion about Africa, Poupidou
" » g3 \ 3 P ey R | I ST | - P

suitched the conversation to dritain's entry and said that this

\ias an aifair wnich must be rinisncd. e raised sterling as

a particular difriculty. Ueniou took the opportunity to relate

10 Tonpidou personally vhat I Heath had told him at Chequers a

the beginning of January on defence; and Deniau left with a

rather undecided impiression of Vompidou's basic attitude to cnlairge-

went, but not g pegsimistic imoress) Deniau subsequently sav

srunet and Dernard, and they boih gave hin - :

impression.  [his struck Ueniau particularly because Schumann

s coming out from Pompidou's office when Deniau went in on 12

Larch.

3. iy friend &

me the following further details and impressions today.

. In the light of Deniauly talk with Pompidou, Deniau is con-
vinced that Pompidou is no®fthinking in terms of a meelinc vilh
Ve end of lay, no of fpril,
s — # "aflcr Pompidou's visit to Drussels”
(uhiich | believe is 24 - 27 liay).  This impression left Ueniau
"worried”, It meand either thot tie Nay linisterial meetinos in
ovussels would accouplish little or nothing, because it Huulﬁ be
wioun by then that a bilaterel sumil vas in prospect, or it would

eyes on ihe outcoue
Indeed even under

' gave

b
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the former hypothesis, it would be much less easy to present

o meeting as late as the end of liay as being a more or less

routine mecting between the tvo licads of Government.

6. As regards the French position, Ueniau said that Schumann
. s . I n . -

now had authority (give hizm last wecok . ar

Thor 20 Marcy or 10 Hay (discretion being left to him as

on_el
regards the date), bul there vould be no give 1n any other part
of the Fronch position until aiter the cnd of flay. (ALl this
seons Lo me an interesting side comment on Boegner's attitude
over the lay dates at today's meeting of Deputies.)

0. As regards the subjects for a bilateral summit between the
Prime Dinister and Fompidou, Ueniau had referred to the followin
five thines (he had specifically attributed couments on (i), {ii?,
(iv) and V) to Pompidou, but had not specifically attributed to
Pompidou the comment on (iii). Dut my friend felt coniident

that (iii) nevertheless reflected Deniau's impression from his
meeting with Poupidou):

(i) Defence: from the French point of viev it was not
going to be enough for the Dritish to tell Pompidou
that we would approach the fmericans, or even that
we had epproached them.  Pompidou would expect some
concrete offer to be made to the French in this field;

(ii) the French language: we would be expected to agree that
all personnel recruited for any of the Curopean Community
institutions after our entry would be able to speak
French;

(iii) the Seat of the Comwunities: Deniau had said that he
thought Paris would expect an assurance from London
that we would be prepured to see the seat of all the
Comaunity institutions woved to Paris.  Ueniau had
commented that this vas sewething which Schumann would
never put forward, because of his personal relations
with Pflimlin, but "of course" Pompidou did not give
a damn for Pfliulin's scnsibilities. /Pflimlin vould

of course be opposed to woving the European Parliament
~ from Strasbourg to Paris_7;

«.'_.'..-.-I-l' i
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(iv) Sterling: sece paragraph 7 below;
(v) the main subjects rewzining on the table in Drussels -
no doubt MNew Zealand, Comuunity finance and periaps
Community prefeirence, but sce paragraph O below.

7. As regards sterling, Dendau had anticipated, after seeing
Compidou on 12 farch, that e lalter would insist onm precipitating
the sterling question in Orussels, and a restricted mecling of
rrench Liinisters had already then been fixed for 20 flarch.,  This
wceting had been advanced to 17 liarch at the last woment, in fhe
Immmq otlier_things or_news irom vale aboul our apurvach to
other central banks on rencual of the Sterling Agreeueits.
cUEp1dou had been angry Decause (his issue had been allowed to
come w in Bale without the French having made their position
clearer in Brussels,  Deniau comuented that Giscard and the
rirench Finance inistry had been diragying their feet, and Giscard
had been very reluctant to pul forvard any proposals to the Clysce,
althougih they had been asked for.  The result of the meeting on
1'{ acch had been that Serneird had been told To drav up instruclions
Wil _night for Docgner o use tic next day.  Doniau claincd 1o
wive haa information cbout the TirsT draft produced by Bernard,
aind to have persuaded Dernerd to moderate it in one or two respects.
(iy friend had only been given onc examsle.) | asked about Sarre's
position. Iy friend said that of course Bgrre too "got his

instructions”. ~ Jul auch of Jarne's statenent was his own work,

and the work of his people - they (and Kergorlay vas one of thes
on this subject) wanted to wisure that the forum used was the
ionetary Committee. The Guai had been delighted by

dernard's
te@%w&& Catacle Tie wost of it. Deniau Lok the
view this would have to Le setiled-us soon as possible, if the
ralg were not to get at it. It could be settled in four lincs b
a text beginning "It goes without saying that . . _ " gl givin .
the essential general assuiance regarding the Sterling vy andg
pertiaps the operation of Articles 100 and 109,

- Deniau g had had di i
-?;nf-?wj._s on (1 think) 19 tiarch,  He claimerﬂﬂatl:’ttiﬁr:r

-made two laportunt observations o him, —Firs y it was

o oF o A’ e |
I eeLRET m&tﬁ
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ali L-u.JL agreed in London that the British vould accept full
-.,.u.|.,...h.1,u,” e STOTICe (00l our coLr ¥ into the GOREUN1L 1CS; and
<TToNnd, (ot Tondon vas cer l....llt].' u‘cuun ed W uu..epl a wove ol
IiT Comaunity 'S Imeuitutions o ’aris. 1y firiend added that,
gl the guestion oi Lomaunily preie e, .u...,ldau had told I.m-:nuu
Ut acceptance of full Comaunily preforence from the moment of
owr entry was not a matter for discussion vith the Oritish in
Jrussels: it was something we simply had to accept.

J. It may be 1:u'.~lh rucm*dinr here one other remark which Ueniau

i aftor his 12 Varch meeting with
Compidou. Deniau said iLmt ..uunmuuui—uuuﬁ_; had told Deniau
cairlier this yea' in a very BaLie=0i=1act vay wiatl ne unuces® 1000
that The negotiacions for enlargeuent would fail, _Deniau asked
il wvoal_gave his this conviciion, and 'iuughgygt-«ﬂ-}; gny replied
{"at voupidou had told him so. Ueniau's conclusion from this
vas more that Fn..mldﬂu was souiing Lanfusmn Than that he had
necessarily meant it.

10. Cbviously the above is delicate and | hope novhint of it will

get back to the rrench.
P [T

L

J /i wobinson
24 Harch 1971 $
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You might 1ike to have my views on the significance
of the French moves on Sterling and the E.E.C. last week
insofar as they atfect our views on the future of the
negotiations.

The questions which were raised in the meeting of the
Permanent Representatives on Thursday were ones which we
have known throughout we should have to answer, and those
at the Treasury do not find it really surprising that the
French should have brought them forward at this point. They
are admittedly difficult - we have, of course, known this
throughout. - but, considered fairly, I do not feel that the
tone of the French statement was either unreasonable or
hostile,

We have, of course, also seecn the text of M. Barre's
comment on our replies to his Questionnaire. The tone of
this is certainly critical; on the other hand, we
deliberately put in answers which included no unpublished
mmmmummdmtmumwm
deal with the issues the Six want to discuss. At a quick

% /glance,
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glance, M. Barre's paper, though critical, does not seem

unfair, and the questions which he wishes to discuss

further again do not seem particularly hostile.

It seems to me, therefore, that these moves do not

of themselves provide any evidence that the French have

introduced these questions now in order to disrupt or delay

the negotiations. They could of course use them in this

way, and there is admittedly no evidence either that they

will not do so. On the whole, I should have thought that
\( the fact both __‘I_'Imrsda.y's statement in the Permanent

Raﬂaiiﬂtives meeting and M. Barre's commentary leaked

rather slowly and piecemeal was mildly encouraging. To

my mind, the French attitude remains as enigmatic as ever,
7( and the recent developments afford no firm evidence one way

or the other.
I am sending copies of this to the Foreign and Commonwealth
Secretary and the Chancellor of the Duchy of Lancaster.
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BRITISH EMBASSY,
PARIS.

24 yarch. 1971.
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Herewith a copy of the record
of a conversation I had with Jean-
Frangois Deniau last Friday. I am
sending a copy to Christofas in
Brussels and to Robert Armstrong
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RECORD OF CONVERSATION VWITH
MONSIEUR D:MIAU €T 19 MARCI 1971

. M. Jean Francols Deniau came to the Embase ¥

to have a talk, lie was In a relaxed and Luhrmn cative
mngdi I was seeking information from him on £

poinisi-

(1) as a Commissioner with resnoncibility
in tna negotiations, how did he sce
them developling rrnm now onv?;

(11) since he had told me that he had
had a long talk with r‘ompidou the
day berura; how he now saw the French
Government's views and positions,

2., I first asked him why it was that so little

Erngrasa had been made at the last Ministerial meeting.
ve me two answers:-

(1) Whn Britiah delegation had made it
abundantly ggrg@'tnat they did not

,;gﬂﬂi on EE: to

ae &m The know-

ncr on
s he,
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target for the Commonwealth
sugar wroducers at the end of the
transitional vperlod, The Five
dld not conclder that the French
had been sufficlently forthcoming
and lionsleur Scheel had made a
fairly stiff attack on French
intransigeance in this metter
affecting the very life of under-
developed countries, This stung
M, Schumenn, who retorted by
rominding the meeting that when
France had asked for similar
excentlons for her rormerly
degﬁndant territorics the Iive,
led by the Germans and the Dutch,
had refused to concede this on the
bagls that it ran counter to the
concepta of the Treaty of Rome,
What was sauce for the goose should
be sauce for the gander. If Lhe
British sugar producing territories
were to be allowed cpeclal arrange-
ments why should not the same apgli
for other commoditles of intercst bo
e ;%gwdﬁpﬁndenb countries?
nt then develoved into
a8 B! ng match waich
nducive to reaching agree-

w how he saw the negotiat
L in his view the %:o gﬂ%%na
B e
b Tesolved at o

..............
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M, Pompldou's view, He replicd that he was not the
pearer of a message from the Precident and he could
not speak for him, but he thought that thiz was the
way his mind vas moving end 1t wes what he, Denlau,
thought wouid be the best tlmlng.

4, As he saw 1t, agrecement could and chould be
reached at the llay meeting on sugar, Communlty

erference and the princinles which would determine

he Brltish contribution to Community finance without
these being translated into Iipures or percentages.
I then asked him how he suw all these problems belng
resolved, and the following is the gist of his replles,

Community Preference

He believed that the adoption of Community
preference in full from the date of entry
would present no nroblem for Britain herself,
It was concelvable that there could be
problems for certain commodities with third
countries and that these should be left to
the Commission to resolve as and when they
arose, He sald that the Commission's view
was that the gradual introduction of
Community prererence was not a feacible
operation., I sald that as I understood 1t

e British delegation had made certain
propoeals in this regard to the Commission
who had agreed that ne;é could be made to
work. Ie conflirmed that this was so,

bwo pozeibilities here and 1t
3 Britlsh to choose. Agree-

' be reached on the tonnage
f-:bﬂgimggrtad from

ries by the end of the

1, or alteraatively a
ﬂ:ﬁ}!ﬂa abt to the

id interests of the
20 were apnreclated
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British Government chose to go for the
first solution then we would have to face
the fact that the tonnage agreed on

would be smaller than that of the
Commonwealth Lugar Agrecment,

Financlel Contribution

He said I would be aware of Lna nrinciples
which the Commlsslion thought should

govern our finuncial contribution and that
he thought this was the right approach.

He foresaw our annual cuntributicnu
following a curve rather than a straight
line (1.0, ricing nore rapldly towards

the end}. e mentluneﬂ "around 8£'" as a

ossible starti 1T acked him
%ﬁﬁfﬁéf‘T 'E'?%Eﬁﬁ %n thinki gz that the

French Gavarnmen% attach more importance
in the early years to Unmmunit preference
than to tne level of the gtarting figure.
He conrirmed that this was true and said
that he himsell had suggested 1t to I,
Pompidou., I[le added that his preference
was for a 7 vear itransitlonal a¢ Tor
our contri v linance
because this was where his calculationa
and ﬁma brought him out, .

'jhﬁt when lkansholt had been
- week-end he had told me
5 consldered view that we
g long transitional
_y? Bvﬁg 12 yuars,
ol ha
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not mentioned it to him. He would ask
him about 1t when he saw him on Londay
morning. He went on to say that New
Zealand butter presented a serious political
P;ublem for Pompldou in that the small
‘rench milk producers felt they should not
be denled what they considered would be
thelr rights to the Britlsh market under
the Treaty of Rome. Denlau realised also
that this was a real political nproblem for
us and it wes for this reason that he saw
1t as belng the most difficult of all to
resolve. He could not at nresent foresee
what the outcome was likely to be. The
problem was not the same for sugar for two
reasons. Firstly, only a smell percentage
of farmers 1In France cultivated s an
they tended to be the biggmer and richer
ones., Secondly 1t was necessary for the
Ol %-Jﬁ., % Cﬁl&@ﬂﬂ-ﬁ.ﬁ{ld. understandi
1 I'ef to under-developed countries.
E&%tggithar of these factors applied to

5, I asked M, Deniau what other matters he had
discussed with if, Pompidou. He replied as follows.

5
LT L B

".-:-..J_ T L:.'._;"-3_: i

thought
cment of
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(11) the Dutch had up to now used
the French language because
they refused on principle to
use Qerman, but itnglish came
more naturally to them and once
the Communlty was enlarged they
would undoubtedly switch from
French to English;

(111) the Flemish element of the
Belglan delegzation also nreferred
to speak English rather than
French, and he thought that the
Italians would also be guite
g:epared to switch to English.

he French would therefore be
virtually isolated with their own

language.

M. Pompidou had then asked him whether he

8aw any solution to this. N, Deniau had
replied that the best that he could suggest
was that the British should glve an assurance
that thelr representatives on the Cosnmission
should all have a sufficient knowledge of the
French ge to be able to negotiate in it.
He realised that this would Ernbably not amount
to much but it was the best that he could

think of.

J



currenclies had a reserve role. Secondly,
he bellieved tLhat the sterling balances

had acted as an inhibliting factor in
Britain's economic growth and well belng
and he would like to see them reduced,
This would all be discusesed in the meceting
of Kinlsters of the Six on 30 Karch, and
thereafter there should be discussions
between the S5ix and ourselves,

Defence

The Impression that Denisu had got from
political circles in raris, including the
BElysce, was that they were very scenbical
about anything which we could coffer in this
Iield. They believed that we were tied
?EE{ closely by agrecments with America on
nuclear matiers not to dilvulge anybtaing which
‘%@Eﬁ%ﬁbﬂ of recl use or interest the

. . and that we would way call this in
aid as an alibi. They had been confirmed in
this belief by the attltude we had btaken
when the French Government sought help
recently from us on a technical matter
affecting french nuclear submarines.

sked Deniau how he thought President
e ol e of the negotiatlons. ie said
10 doubt that the rresident
1 rather then fciled, and in
y Y L would 2ll turn
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Foreign and Commonwealth Office

Downing Street London SWi

Telephone gi-gjo 1440

Chancellor of the Pruchy of Lancaster
2o March 1971

R Tk

l. I enclose as requested translations
ol the recent statements by MM. Boegner
and Barre, about sterling and the EEO
negotiations,

2. The Bank of England, who are respon-
sible for the translations, have pointed
out. that the words "if necessary" in the
second paragraph of M. Boegner's state-
ment are a translation of the original

"eventuellement". This is wit Vuy CRowut
1 e b woend B bk !

yﬁh& Rnd.dj
( c..c.c.éém“'l;‘“""
Secretary
P.J.S.Moon Esq,
No. 10, Downing Street

COVERING SECRET



& LRANSLATION vl':'l"‘f CobE L l'@ﬁ_f %3 L. 1O

l— LB CRET

| )
MY 1.P.T.
FOLLOWING IS TEXT OF BORGNER'S STATEMENT:

IN ACCORDANCE WITH THE DECISION OF 11TH JUNE 1970 REGARDING THE
PREPARATIONS FOR THE TALKS WITH THE UNITED KINGDOM - A DECISION WHICH
REQUIRES THE SIX TO ARRIVE AT A COMMON STANDPOINT ON THE SUBJECT
OF THE ECONOMIC, FINANCIAL AND MONETARY PROBLEMS - FRANCE AS A
MEMBER OF THE EUROPEAN COMMUNITY IS ANXIOUS THAT THE COUNCIL OF
MINISTERS OF THE COMMUNITY, IN AN APPROPRIATE FORMATION, SHOULD BE
ABIE T0 MAKE A START ON 30TH MARCH WITH THE DRAWING UP OF SUCH A
STANDPOINT IN ORDER THAT IT MAY BE QUICKLY COMMUNICATED TO THE
BRITISH AUTHORITIES FOR THE PURPOSES OF THE DISCUSSIONS ENVISAGED
ON THESE SUBJECTS.
I AM ALREADY AT THIS STAGE ABLE TO GIVE THE FOLLOWING
HINTS AS TO THE FRENCH POSITION, WHICH WILL IF NECESSARY EE
CLARIFIED AND AMPLIFIED WHEN THE COUNCIL OF MINISTERS MEETS ON
30TH MARCH.
1) FRANCE TAKES THE VIEW THAT, FOR ANY MEMBER COUNTRY,
THERE IS A CONTRADICTION BETWEEN ITS BELONGING TO THE COMMUNITY -
ESPECIALLY AS THE LATTER IS MOVING TOWARDS ECONOMIC AND MONETARY
. UNION - AND THE MANAGEMENT OF AN INTERNATIONAL RESERVE CURRENCY
. MAKING THIS COUNTRY THE CENTRE OF AN EXTRA-EUROPEAN MONETARY
AREA AND SUBJECTING ITS ECONOMIC, FINANCIAL AND MONETARY POLICY
£ ﬁmmmmaﬂm OUTSIDE ITS CONTROL AS ALSO THB
.,:H ﬂn OF THE COMIUNITY. THE SOUND WORKING OF THE COMMUNITY
') E SERIOU SLY DISTURBED BY ANY SUCH SITUATION.  AS WE KNOW,
N "m:aamﬂmmmmmmuﬂ |
OUNTRISS OF THE COMMUNITY, WHETHER IT IS BNLARGED
' m BY MERE CONCERN FOR OUR OWN
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THIS STANDPOINT DOES NOT ENTAIL THAT THE COMMUNITY
MUST GET GREAT BRITAIN, AT THE TIME OF JOINING, TO PUT AN END TO
THE INTERNATIONAL ROLE OF STERLING AND THE VARIOUS LINKS WHICH
UNITE IT MONETARILY WITH ALL THS OTHER COUNTRIES OF THE STERLING
AREA. BUT, TO GO T0 THE HEART OF THE MATTER, IT WOULD BE
NBCESSARY FOR GREAT BRITAIN, DURING PHE TRANSITIONAL PERIOD, TO
TAKE STEPS T0 BRING ABOUT A PROGRESSIVE DIMINUTION OF THE VOLUME
OF RESERVES HELD IN STERLING.

2) THE BXISTENCE OF THE STERLING BALANCES, i.e. OF A
SUBSTANTIAL EXTERNAL DEBT PAYABLE ON DEMAND, IS NONE THE LESS A FACT
AT THE PRESENT TIME. IT FOLLOWS FROM IT THAT GREAT BRITAIN'S
EXTERNAL MONETARY POSITION IS PARTICULARLY VULNERABLE AND ESPECIALLY
LIABLE TO BE AFFECTED BY DEVELOPMENTS WHICH DO NOT ORIGINATE IN THE
BRITISH ISLES.

WE FOR OUR PART CONSIDER THAT THE PROVISIONS OF
ARTICLES 108 AND 109 OF THE ROME TREATY CANNOT BE FUT INTO OPERATION
IN FAVOUR OF ANY MEMBER COUNTRY UNLESS THE DIFFICULTIES IT IS
FACING STEM FROM THE DEVELOFPMENT OF ITS OWN ECONOMY IN THE FPROFER
SENSE.

IT FOLLOWS FROM THIS IN PARTICULAR THAT IF, ONCE
GREAT BRITAIN HAD BECOME A MEMBER OF TAE COMMUNITY, IT WERE TO
EXPERIENCE AN EXCHANGE PROBLEM AS A RESULT OF THE CONVERSION OF
STERLING BALANCES BY THEIR HOLDERS, ANY ASSISTANCE WHICH MIGHT
BE PROVIDED SHOULD COME, NOT FROM COMMUNITY MACHINERY, BUT FROM
APFROFRIATE INTERNATIONAL ACTION. IN THIS SPIRIT FRANCE IS RBADY,
WHEN BRITAIN BECOMES A MEMBER OF THE COMYUNITY, T0 PARTICIPATE
IN THE BASLE AGREEMENTS ON CONDITION THAT.THE GENERAL MANAGEMERT
mmmm ALLOWS THE DEVELOPMENT INDICATED ABOVE T0 BE
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(BASICALLY AUSTRALIA AND NEW ZBALAND) IN COMPARISON WITH THE
MEMBER STATES OF THE COMMUNITY. THE MAINTENANCE BY ANY MEMEER
COUNTRY OF A PREFERENTIAL SYSTEM BENEFITING THIRD COUNTRIES IN
AEIATION TO THE TREATMENT APFLIED TO THE OTHER MEMBER COUNTRIES
APPEARS TO US IN FACT TO BE INCOMPATIBLE WITH THE PRINCIPLES OF
OUR COMMUNITY. MORESOVER, BY FACILITATING EXPORTS OF CAPITAL FROM
'] GREAT BRITAIN TO OTHER STERLING AREA COUNTRIES THIS SYSTEM TENDS,
OTHER THINGS BEING EQUAL, TO SWELL THE VOLUME OF THE STERLING
| BATLANCES AND AGGRAVATE GREAT BRITAIN'S EXTERNAL MONETARY
| VULNERABILITY.
T WOULD BMPHASISE THAT IT IS ESSENTIALLY THE COMMUNITY'S
INTERESTS WHICH PROMPT US TO RAISE THESE VARIOUS PROBLEMS ARD THAT
OUR AIM IN THIS IMPORTANT MA'ER IS TO GET THE COUNCIL OF MINISTERS
OF THE SIX TO ADOPT, AS QUICKLY AS POSSIBLE, A COMMON STANDFPOINT
WHICH CAN BE USED AS THE BASIS FOR DISCUSSION WITH GREAT BRITAIN.

i am‘i.m ag_gm 7O SIR CON O'NEILL MR.TICKELL MR ROBINSON

IR S | )) AND MR B:EI.I. (mm) .
DML pRORgRd o Ui

_'. Wi '.'-n ' lj“ i~ s

X
ilhm' *C ¢ < 2 imely L DY T :uwi
vl "r_l i = alt L g
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Pranslation of Arussels Codel 199
of 19th Earch 1971 ?}

following is the text of Eurre's paper.

My I.P.T.

Comments on the replies of the British authorities to the Community's
questionnaire of 21.12.1970.

I. On 2lat December 1970 the Community presented the British
delegation with a list of questions which mey be classified under three

hepds:

(1) Development of the British balance of payments and economic
situation (questions 1 to 4).

(2) Movement of the sterling balencea since the conclusion of the
Basle arrangements in September 1968 (question 5)

(3) The question of the U.K.'s belonging simultaneously to the
sterling area and to the Community (question 6).

In this note it is pronosed to comment on the replies given by the U.K.
on 17.2.1971 to the Community's guestions,

In nﬂl:inzthﬂaa comments the Commission has been guided by the desire
to single out those problems which may decisively affeet the sound

mrkiug uf an qnlamd Gamum.ty and for this reascn deserve deeper

octive the British authoritiss

s nts balanc aml,
L it o wht o

3

1
g

@mm; Iu?ming those which

i

> to pay o& its pnmt d&bt m
]
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.prasentation of the balance of payments adopted

Q?QREI
-

To illuatirate this objective the British noie refers to a new
recently by the U.K.

governrent. This presentation abandons the concept of basic balance,

traces the movement of all operations which give rise to external
sayments ("total currency flow") and comprises on the one hand the
current account and on the other the capital account, which in this new
definition embraces not only long-term movements, but also short-term

novements.
L]
Detailed figures compiled by this new method are gupplied (tables
attached to the replies to questions 1 to 4). They bring out the
following main features:

- The substantial current account deficit run up in 1968 was transformed

into & considerable surplus in 1969 and 1970.

-~ The capital account, as now presented, shows an appreciable
improvement.

- The addition of the two large surpluses thus earned enabled the debts
to the IMF and central banks to be reduced by £1,750 million.
(1)

On this point it is necessary to stress that the information given
does not allow an assessment to be made of the relative importance of
uapital movements having some ﬂHErEB of aontinuity and those of a

reversible nature. : g |

(B) Reply to gquestion 2.
This question aimed at obtaining information on the growth rate
of thngﬂwﬂjighmannnnn&y the trend of productivity and the rate of
nﬁ of these items does in fact have a direct i
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- There is the risk that the maintenence of the growth rate of
productivity (production per man/hour) at about % per annum a8 foreseen
by the British nuthorities may prove a relatively optimistic assumption,
in the lisht of the present trend of investment, particularly in
manufacturing.

The Commission shares the British delegation' 8 view that U.K.
membership of the Community will provide a p{}'ferful stimulus to the
zrowth of productive investment and hence to the acceleration of
productivity. MNevertheleess, realisation of the progress hoped for
implies that it must be possible for an increase in investment, and
hence in overall demand, to be reconciled with the balance of payments
objectives set out in the reply to guesation 1.

(C) Replies to questions 3 and 4.

These itwo questions aimed at ascertaining the British authorities’
views on the question of the means that could be employed in the
future to assure repayment of the U.K.'s debts in foreigm exchange, and
on the gquestion of the future trend of short-term capital movements.
These two questions are closely connected, bearing in mind that in
1069 and the first nine monthas of 1970 the net inflow of short-term
capital enabled a large part of the debt repayment to be financed.

The replies given, and in particular the table attached to reply L
o.4, make it possible to identify the principal U.K. balance of
payments items which allowed these repayments to be financed. They
ma! that the proportion of the debt repayment financaﬁ by short-term
Pl 5B me abont 45%..

a.!:rm, does not make it possible for
a:f vidual types of capital movement to be
-np;o ,ﬁ.ﬂ‘iﬁ repayment of dedt by meana
i Mlnwumyullba at some risk in
act that short-term capital inflows
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J balances will tend to inerease further = an eventuality which, in the

itabl
light of the instability which characterises them, would i“ﬂ;d : fzr ‘
in time necessitate broader support measuraes than those provide |
{3 Basle in 19681, |

i

The aggregate amount of the balances in question hns risen by about .
£800 million in relation to the September 1968 level. The British {
authorities note that, in relation to the level they consider normal, |
i.e, the level of June 1967, this increaaa reduces to L£478 million. |
They further state that, if the official balnncaa outstanding at the
end of June 1967 are expressed in dollars at the exchange rate then
ruling, and the outstanding amount at the end of September 1970 is 80
converted at the post-devaluation exchange rate, the amount of the
inerease in the official balances in dollar terms drops to 202 million
dollars. They deduce from this that the movement of the sterling
balances after the conclusion of the Basle arrangements has to be .
considered normal.

However, this interpretation overlooks the fact that the overseas
sterling area is generally creditor to the rest of the world. As the
bilateral agreements concluded between the U.K. and the countries of
this area provide for a minimum proportion of the reserves of these
countries to be held in gterling balances, practically the whole of
which are then covered by a dollar value guarantee, the system as now
applied makes it very probable that there will be a lasting tendency
for the official sterling balances to increase. The high level of
interest rates paid by Great Britain to the holders of these balances

further contributes to this likelihood.

- Since 1969 the U.K. has thus been able to make use of the inflow of
ith the increase of the sterling balances

v m'at its short and medium-term debts.

b |
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- The difference between the level of the sterling balances held in
the countries of the overseas area and covered by a dollar value
guarantee (£3,561 million at 30th September 1970)and the "threshold”
b.low which the sum of the official and private balances of these
countries must be lowered in order that the U.K. may have recoursse to
the multilateral credit line made available to it by its Basle
partners (£3,080 million).

| —
i s —
S —— - —

It would therefore be avpropriate to examine what implications
these factors might have for the applicatfﬁn, within an enlarged
Community, of the Community regulations in the matter of co-ordination
of economic and monetary policies and the measures to be taken in the !
event of difficulties, or serious threat of difficulties, in Great *
Britain's balance of payments.

Furthermore, the British government has just informed the Community i
that it is asking for a two-year extension of the Basle arrangements. {
This extension, which is in any event of interest to the Community
from the standpoint of stability of the international mone tary system,
also takes on a fresh importance to the Community by reason of the risk
that the terms of this extension may have a direct incidence on the
conditions for the working of an enlarged Community. It is therefore
very desirable tﬁnt, with an eye to the international discussions on
the extension of these arrangements, the member countries should adopt
a common standpoint. In the Commission's view it should be for the
Monetary Committee and the Commitiee of Central Bank Governors to

prepare this common standpoint at the Counecil's request.

*anplil iitll!e¢i f g e

out how the U.K. government proposeas to
.W&thin the "starling area" with its -
"gPanial relations which unite the

it

E“ﬂn:haiura and extent from those
wm%gu‘m g‘m fmply "well
a t “.II m it 5.

= .' '-'r.
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to perity, gnd in oithers

in some cases is a sinrle rate corrssponding
alaso fixed,

takes the form of a buying rate and a selling rate,
between which the spread is very small.

(8) Zxchange control: broadly speaking, and with reservations

rerardineg the tendency suggested by certain recent exceptions, U.XK.
transfers to the countries of the overceas sterling area are free of
restriction, while those to the non-sterling condtries are subject to
certain restrictions: in relation to the rest of the world the
overseas countries of the sterling area and the U.K. apply e harmonised

get of exchange controls.

(C) Composition of the reserves: this largely results from the
working of the sterling balances system.

(D) Financial relationships: preferential access by the countries of
the overseas sterling area to some sources of capital within the U.K.

With regard to the sphere mentioned under (D), the U.K.'s reply
recalls the declaration made by the U.K. delegation on 18th December 130
with regard to the British desire to conform to all the obligations
imposed by membership of the Community, and especially to those arising
from the Community directives based on Article 67 of the Rome Treaty,
during the transitional period and by the end of it at the latest.

On this last point, in its declaration of 23rd February 1971
the Community asked for talks to be started without delay. The
British delegation accepted this procedure.

~ these questions fall within the wider and more
the preferential relationships built up within
~ Consequently it will be necessary for the

: mﬂ.ﬂa the above-mentioned

s over the whole perspective.
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(A) The metl:ods and procedures for debt repayment and strengthening
of the British reserves position, account being taken of the shori-term
capital movements, and their implications as regards Lhe implementation,
within an enlarged Community, of the Community reg.lations in the
matter of co-ordination of economic and monetary policies and the
measures to be taken in the event of difficulty or threat of difficulty
in the balance of payments. ;J-'

(B) Adjustment of the preferential system of the sterling area.

With regard to the extension of the Basle arrangements, the opininn
of the Monetary Committee and the Committee of Central Bank Governors
- should be obtained as soon as possible on the basic features of a
common standpoint of the Member States, having regard to the pnasibilitr‘
of the widening of the Community in the near future. : :
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The Prime Minister spoke this alfternvon with
the Foreign and Commonwealth Secretary and the
Ghancellor of the Duchy of Lancaster about the
sy negotiations,

Coacern was ex about the latest French
move oa sterling, Prime Minister ielt that it was
d“u;.imlt not o see this as a deliberately unhelpiul
-1

Golng on o discuss the question of the Prime
Minis Ler visiting President PL;idnn in Paris it
thltmdnul.m should be taken until

discussions with Mr. Soames at the
of next week, deanwhile careful analysis
of e possible advantages and
unmuumummxmm

‘elerred Lo above mw

Sending a copy of this letter to Barriagt
| ; ff . ;:5,3#. B- MOON




SECRET 0.y 7

'ﬁ Foreign and L'ammunwﬂlt.h lj'lll'u;gSI._‘
Downing Strect London 5W
Telephone oi-g1e Baas
Chamoallor of the [Duchy af | aticaster 23 Harch lg?l
) X ?*-4“‘:

FRENCH VIEWS ON STERLING

We spoke this morning about Boegner's statement
to the Permanent Representatives in Brussels on 18 March.

| have commissioned a brief on the subject for the
Prime Minister. It will come as soon as possible (with
English translations of Barre's and Boegner's statements),
but as it will have to be cleared with the Treasury, it
may take a little while. In the meantime you may like to
see the attached minute by the Head of the Financial
Policy and Aid Department in the Foreign and Commonwealth
Office giving his Department's preliminary comments.
Mr. Rippon thought that this was a valuable and reasonable
assessment .

\./E'"ms 5‘-.‘."%

=6{14*"?rl.;\FVL-ﬁh
L ¥ R !'_-' LR T ] (t- c. c- IIML)
RNt SR L o, Private Secretary
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. “.3 to Chancellor of the Duchy Copy vo 3 "‘}1 ﬂ/:"
of Iancaster vy 4o Secretary of State™

P3 to FUE

gir 0 0'Neill
Mr Bottomley
Mr Ford

Mr Turpin

Mr Holland

Mr Robinson
Mr Statham

Mr Drinkall

FRENCH VIBWS ON STERLING

1. You may like to have FPAD's preliminary commenis on the
substence of M Boermer's statement to the Permanent Representatives
on 18 Maraoh.

24 The firat part of the statement sets out familiar French
views. Tt has for mems time bheen clear thet the French consider
that there is a votential contradiction between the Ull's
membershin of the Commmity and her manszement of an international
rasarve currency involvins her in sn exitra-Buropean monetary =one
snd subjecting her economic financiel snd monetary nolicy to
exterior influences. The statement arsues that this contradiction
ig nccentuated by the fnet thnt the Community is proceeding towards
" an ecrnomie and monetsry wnion (REU). It is true that, once the
 Commynity have achieved TMU, it wounld indeed be contradictory if
the UK belonged both %o the EMU and to a geographically different
monetary area. Howover. BIU is many years away and we have the
~ intervening period in vhieh to eliminate any contradictions: which
~ should give us nlenty of time. Heanwhile, the Community's progress
e tnwuﬁﬁgl:l&i vell facilitate the resolution of the UK's
e MEW and non-PBuropean finmneial interests.
g .“‘_‘:r. = ROWEFL A S TEAG 3 '

1 poon on to say that this does not mean that the
ack the UK to terminate the relationships
' veserve role, from the moment of entry;
r that dvwring the transitionsl reriod,
the aise of the sterling balances sghould
This reanirement may well nrove to be
sugsions with the BRC.  The French are in
duction in the sterling

e i
=

e
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Jommunntaire. In tewms of Commmity logic, the French position
here peems weal:, It is on the face of it untenable to argue o
that the mutval surrort rrovigiona of Articles 108 pnd 109 of the
Tranty of Rome should omlv nrply when a country's economic

diffienltine gtom Trom Lhe evoluntion of its own economy. The
darrae of aconomie interlenendence within the Community 1is aueh
thnt the evelution of tha German economy, for example, ecould
fundamentally unsat the French balance of payments: in which case
the Prench could lagitimatelvesk for mutual support under the terms

of the Treaty. Similerly, all the membera of the EEC are
vulnerable o US canita) [eows and the vagaries of the Furo-doliar
market: which are inflvences extorior to the Community. On the
other hand, the French can vrarhans legitimately argue that, if a
new meomber is to join tha Club, he should as far as possible’
neutralise his externnl lisbhilities before joining. As a matter
of common sense, the French vant to minimise the Community's
contingent liability for the sterling balances.

B The atatement then snys that in this spirit, France is ready,
once the UK is a member of the Community, to participate in the
Bagle arrancements, on condition that these arrangements facilitate
an evolution in the desired direction (ie toward the progressive
diminution of the sterling balmneces). As it stands, this is a
rather eurious nronoagition. The UK is unlikely to be a member of
the Commmnity before the borinning of 197%: however if we get a
two-year extension of the Basle arrengements, they will expire in
- Tentember 1073, Mn the Tace of it, it would seem that the French
~ ara offering to particirate in these arrangements for their last
nine months or so: a vovrthless offer. But this seems an unlikely
. internretation: and n more wrobable one is that the Prench are
e prepared to envisase a further extension of the Basle arransements,
after Sepntember 19735. but vwith some modifications of the terms.
As a medivm term solution to the vnroblem of the sterling balances
- a further extension of the lagle sarrvengements mizht well »rove to
- be in the UK's intevests: while some modification of them is no
- donb% dnevitable as a mrice for their further extension, in the
R ,#girgmtmﬂal of UK membership of the ERC.
= *_,; :

F B 4wk Ee

the giatement calls for the termination,
ik of ovr entry, of the present diseriminn-
‘eonfrel arrangements. favovring capital move-
'ha develonad members of the sterling area as
5 of the NRCG. The French themselves ere not
thin field: hovever it seems that they
7@ transitional arrangements for UK
' ements are discriminatory. If
ommuni ty gouﬁﬂm ‘and we are
not be te difficult

T

=1
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*: ';Eé;auJﬂ'-' ot he ton Aifficuls for us to meet this require-

ahlv., that we shonld reduce guch unpitalbl
axporta. The French srobably aeonaider that we ghall not be ableé
to afford larce canital #1own hnth to the S+arling Aren and (E.B a
Membor) to the BEC: and that in consequence wa ghall have TO
cease being the Area's bmnker nnd to wind up the Sterling Area.

samplication is, rresum

aomIenusIONn:S
8. The French statement could have been a lot worse.

(a) It will de difficult fox us to envisagze a run-down of the
sterline balances dvrin~ the trannitional period (unless
wa can lawnch some sort of Tundins omeration). Hovever,
wa shonld be able to, ensure thet, durins this perioed, the
bolnnees do not inaranne still further and the Six may
“gettle for this. (s hove not been ssked to prevent an
inerense during the neriod nrior to our entry.)

(b) It is rrobably in the UK's interests that there should be

a Purther extension of the Basle arroncenents after 1973,
as the Frerch seen 6o envisase. This might well entail
modifications in the existing arranrements.in a sense which
pravents a further build-up of the sterling balances.

(The ™ lf:t %“I“m““%““ {at iﬁiﬂﬂdﬂﬁhjﬁtim to uug Sk
& osal for the extoncion for a r two years, © e
*ﬁﬁﬁw,mta.} ' . -/ 3

3 o o

fion on eanital movements is unhe

lpful, but
tr insist on it. ' g

El
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SICRET AND PLRSONAL €2 March 1971

ou very much for your letter of
le lh J N

¥e shall be taking stock of the case for a
Prime Minister/Pompidou meet in the light of
rm..ant. dﬂalupuent.a but I th that it is fair

huun in ravnur here now clear
nut.wu gha t.E.ln.l inst., If the decision is to
0 ahead mndal ties and the timing will all
ve to be looked at very quickly.

If it does happen, the Prime Minister thinks
t.h.-ut. & frllinlnnr:r private talk with Jobert could
of sense., If Jobert wus ¢ over
tun at. Fastertime in any case, the Prime iniat.er
could see him in London either on Thursday, 8 April,
urmt.htammumuf‘rhmdag 16 A 11- rnrt.hu
rest of Lhe Easter recess the Prime riaat.

present planning to be away from Lnndnn.

I e that, if this idea were to be pursued,
the F and Commonwealth Secretary s d be
of it, 3 at. the point where a decision
aken about a F m:'ﬁ'mlduu meeting,
Foreign and
s retood that Jobert
private

. over Laster
talk w hunaullga and
unmmmmmnuuhmu

R.T. ARMSTRONG
~ The Rt. Hon. Christopher Soames, C.3.k.

'-;%"H*" o



19 March 1971




Visit to Paris 1 i

Mr. Soames has telephoned. He is coming to London
for a meetinz on Concorde on Nonday 29 larch., Before that,
he will be seeing K. Schumsnn on Frrdsy, 26 March,

ihen ne is here he would like to have another tulk
with you about the question of & visit to Paris and he
expressed the hope thet no final decision would be
taken before ne had seen you.
The best time for a meetinz would be on the evening
*  of Monday, 29 March and we have provisionslly noted this

N
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SECRET 2

Foreign and Commonwealth Office
Downing Street London S Wi

Telephone vi-g)1o 440

Chancellor of the Dhuchy of Lancarer ﬁjhﬂ Mﬂ-PCh ].Wl

Dear Tokw @\1’

On 16 March I lunched wit.h Jean Rend Bernard
in Brussels. Bernard is the Secretary General of
the French Inter-Ministerial Committee on Europe,
and Chargé de Mission at the Elysée. His immediate
superior is Jobert, but he has direct access to
President. Pompidou based on long experience of
working with him, both when Pompidou was Prime
Minister and in the intervening period before he
became President.

As you will see we had some discussion about,
the possibility of a meeting between President.
:-Pmiﬂaﬁ and the Prime Minister. I think Bernard
want.ed ne tﬂ aaw that it was we who were anxious for
the meeting. But I&iﬂmtdasq d in the end
he smhametingmulﬂba




m
r

Sir C, O'Neill

President. Pomnidon and the ERC Negotiatians

I lunched today with M. Jean René Bernard (Secretary
Ceneral of the French Inter-Ministerial Committee on
burope, and Chargé de Mission at the Elysée). We had
& general talk about the state of the enlargement
negotiations.

2. We spoke first about the Chancellor of the Duchy's
visit to Canada and the United States and the Americen
attitude towards enlargement of the Commmity. I
made the point that it was not always appreciated in
Brussels that we were negotiating on several fronts and
that it was no easy matter to institute our interim
system of agricultural levies. Ths Pact that we had
ﬁaqi@g_tﬁ,,m&:ime such & system now, with all its
‘onsequences for our relations with such countries as
d; ) tmw the United States, was of great, political
5 8. We deserved credit for it. rnard

"Jﬁh:ﬁgpgﬁﬁn this respect werg\always fully
ot "."*-"-‘-.-_.r__'. Dt ke ,

®

"*1'anigma o the. e
T Pres 1dmt Pompidou.
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Suecess was very much in the FPrench national interest.
Failure would be a aisastor for France and Europe but

y ; : = + a4 ¥
8 'catastrophe for Britain The French would certainly
[ [N .8 i 5 @

- o . ¥ A e LA I

be blamed for “‘:LH_ . rance was everyone's scapegoat.
k@ - = Ta b L4 §E o - e - I"|‘|'j.-. 1
L asked why the Freonch were standing out on sugér. ey

seemed O want to be blomed. He replied that the present
French position on suzar (wiich he iru"iad was not for
gver).was not wnreasonable. Bub he admitted it was
gausing the French conciderabls emborrassment in their
relations with the third world.

E'J

4, AfCer some beating aboub the bush we spoke about the

possibility of a meeting botween M. Pompidou and Mr. Heath.
o I said that 1t. would be very dangerous if it were not suc-
- cesslful. « Bernard said that it would require very
1'carafu1 prapara.ti:m and, so far as thepublic was cnnmad
‘muldhw’a to cover the whole range of world prnblms %
ﬁm ds -tha negotiations it was a single barrelled gun
only be fired once. I sald We were well awers

ai.;. 'H.é then left the subject.

on M. Bernard reverted to it by &
. talks to start? EHe 8 said it
,,;,_,, issues had to be
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I We did not thsn succeed in deciding all the sssential
issues, we must agres on something and give ths British
Covernment the assurance it had so far lacked that the
nagotiatians would succeod. Qe we had that assurance
. the nagotiations would be transformed. M. Bemard
- asked when were wo foiny to pull out the stops inour
~campaign 1o convince British public opinion. I said that
thﬂ Hiﬁﬂl had boen bitten twice and were disinclinsd to

= d-...-'H'- %

the exporience {aga.m until success was in sight. Then



I\4

Ve
British entry was 1o demonsirate some tangible Eaﬁ"ﬂ.
The gain he had in mi :::*1_ was access 1o the Britisn market

for French agmcnw ‘2.l produce. Hence the Frencn
insistence on Community nreference. This was more
Lmportant t.:} the French than anything else.

'E_

8. M. Bernard promised to keep in touch. As he left
g assured me once more of M. Pompidou's will and belief
A8 'l*.ha:l:.’ﬂm nagotim,iam should succeed.




18 March 1971
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Published Papers

The following published paper(s) enclosed on this file have been
removed and destroyed. Copies may be found elsewhere in the
Public Record Office.

HOUSE _OF (ommons  HANINED,
18 _MARCH (), Corumns (659 - UolC

“EUROAHN ECONTINMICE  (OMmMUNITY "




The attached Speaker's
Note refers to the
Record of Conversation
between the Chancellor
of the Duchy of
Lancaster and the

Belgian Foreign
Minister on 11 March

with comp iments

Fﬂm

EUROPEAN INTEGRATION DEFAFE!.‘II.IE'-IE 3
Foreign and Commonwealth Office

sw.l. 18 31971




wyPEIKER'S NOTE"

SoESEssDooEE=sEEEE

(Used by M Harmel)

Objet: HKécociations d'adhésion.

Neuf mois aprés le début des conversations
d'adhésion, le moment est venu de faire le point et
de déterminer comment il sera nossible de mener dans
les délais requis les négociations & leur terme fruc-
tueux.

I Ce qui menque le plus pour le moment a4 la
négociation est l'absence de toute nersvective d'en-
semble. L'inexistence d'un négociateur communautaire
favorise le fraoctionnewent des dossiers, ce qui a

pour consénuence ocue le Conseil arréte dau positions

WS /e e es secteur pﬂr secteur sens avoir une vue d'en-

g

3:quﬂ i'tﬂaarar de répondre
argissement de la Commu-

v critiaues, car ce



ditions de la crdstion d'une Commmuté élargie, mais

o
¥
I -
-
W |

aue nous néroclons un traité avec un Ttat tiers et
qu'il importe dus lors, par priorité, de sauvegarder
les inbéréts propres de la Communauté actuelle. C'esd
contre cette tendence qu'il est opportuyn de réagir et
qu'il est sans doute iumportant de rassurer nos parte=
pnaires sur nos intentions &4 cet égard.

Certains Etats de la Communauté estiment
que l'élargissement étant inédviveble, il convient
de le réaliser dens des conditions aussi favorables
aue possible pour la Communautéd et oue, dés lors,

. il ne fzut pas ocue celle-ci abatte ses cartes trop

t6t. Cetlte position est d'autent plus dangereuse
que le Grande-Bretagne nous donne parfois l'impression
da £hirﬁ 1a-m&ma raisonnement.




-/

V.

aue revét la recherche des solubions pour la période
d'adaptation. Ceci peut Gtre réalisé per la recher-
che immddinte des soluiions pour le probléme sucre
et pour la douvelle-Zélande, et par la mise provi-
soire & l'écart d'un débat centré exclusivement sur
les montents de la contribution britennique dans

le domaine finrncier.

A. I1 faut confirmer & la Grande-Eretsgne
le caractérs globel et politiqua de l'objectif qui

est poursuivi.

B. Il feut essayer d'expliouer a4 la Grande-
:haﬂa que la Communauté se fait da la pé-
Tens tiﬁn et de sa mise en oeuvre.

sions pour la période de



les Six d'une part, les Ztats candidats d'autre
part, aui auront séparéuent & connaitre des pro-
blimes de la période trensitoire, mais bien une
institution juridioue nouvelle née de la négo-
ciation, la Communautd élargie.

Ceci donne & la Grende-Bretegne une assurence
de caractire plus fondamental que toutes les
clauses de sauvegarde. L'entrée de deux repré-
sentants de la Grende-Bretagne dans la Commis-
sion gui sera chargée de superviser l'exécution
communautaire du traité d'adhésion, la présence

de la Grande-Bretagne comme grand état au Con-
seil aui aura & décider, l'inexistence de "clans"
an sein de la Communauté, donnent au Royaume-Uni

des geranties qu'aucun traité bilatéral n'a ja-
mais pu donner.

communautaire de la période de transi-

3, la mutation de sa situa-
'ﬁalla dﬁ'Eﬁat: mnembre de la



C. Il faudrait essayer, dés lors, de
poursuivre la népgociation concreétement

- gur tous les mécenismes de la politique agricole,

- sur le reglement des cas exceptionnels du sucre
et de la Nouvelle-Zélande,

- sur la recherche d'un language commun pour définir
les principes aqui doivent @tre respectés en ce qui
concerne la période transitoire dans le domaine
du reglement financier.

VI, Réglement finsncier.
o A y Il nous paraitrait hasardeux et peu oppor-
- tun pour la Communauté de faire & ce stade une contre

"MM@ 208 Héinle
nent en négociation




- gette dvaluation seruit le résultat d'un compromis
& Six ou'il serait difficile de modifier au cours
de la népgociation.

B. Notre sug;estion est, dés lors, de
chercher a4 définir des principes qui, une fois
adoptés par la Conférence de négociation, pourraient
faciliter la fixation des modalités chiffrées

pour la participation financiére de la Grande-
Bretagne pendant lapSriode transitoire (efr. V, B.)

Sugzestions:

1. Le Royaume-Uni doit appliquer intégralement le

systtue communautaire des ressources propres au

mement ol la période de transition prend fin.

Ceci n'exclut pas, ainsi qu'il est dit plus loin,

1‘63_:9115&1:1@ éventuelle d'éléments "correctifs"

ﬂ$ﬂﬁﬂﬁﬁ les premiéres années de la phase "dé-
_ ...n;--ﬁa 1'élargias&mant.



4.

sisterait simplement & retenir un chiffre de
seuil oui serait tout aussi arbitraire et qui
permettrait moins facilement la mise en place
d'un systéme graduel au terme duquel s'applique,
sans exception, le systéme des ressources pro-
pres. -

Le chiffre au ﬁepart résultant du décompte
dans le temps, doit constituer, comme il est

dit ci-dessus, une base raisonnable de négo-
ciation. Fiey”

Compte tenu de 1'impossibilité d'arréter des
chiffres précis, il parait logique de prévoir,
dés maintenant, un correctif pour le début de
la période définitive, afin de tenir compte de
1'éventualité ol nos prévisions s'écarteraient
#ﬂ la réalité. :
: ‘des "correctifs" doit gtre utilisde

de de correctifs, le ré-
: ioe q,,u:l. a t.ra:i.t. aux r&-
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applicuer, d¢s le début, les principes du régle~
ment finencier. La Grande-Bretagne, pour s'in-
tésrer graduellement dans le régime de la C. E.E.,
devrait aonliouer, dis le début, les principes
qui se trouvent 4 la‘base de ce régime, & savoir
- la cession des prélivements & raison de 90%,

- celle, promressive des droits de douene, selon
des mndali 65 A déterminer,

- et, dans la mesure du nécesseire, un élément
aupplétif sous forme d'une contrivution bud-
gétaire.

Te décompte dens le temps devrait pouvoir étre

complété, vu les principes repris sux poinis 2

et 5, par 1l'epplication d'un élément régulateur

valable pendant la période transitoire, afin
d'assurer une progression réguliere indispensa-

nahiﬁma de réglamant finﬂnninr,
" ! ” B‘E‘ E



paralt d'ailleurs excessive).

Cr il nous semble aue la période de "correc-
Eifs" doit épelement servir 4 amener nécessalre-
ment ot graduellement la Grande~Bretarne 4 1'ap-
plication pure et simnle du réglement finencier.

Dans le systime actuel britannique, dit du

"saut", deux objections principales doivent étre
retenues: -

- aucun Ltat de la Communauté n'a pu voir aug-
mentexr sa contribution d'une annde & 1'sutre
de 4 ou de 5iv. Dés lors, sans mettre en cause
la volonté britannique d'accepter le régime des
ressources propres, il se crée, sur buse de la
proposition britennique, un doute psychologiaue

i-t fond4 sur l'expérience individuelle de chacun
gLt des Bbabs membres;

Grende hﬁmut&gnﬂ pourrait peut-8tre théori-
faire ne saut, mais celui-ci risoue

rable pour son économie. Or,

5 récentes décisions prises

;ggaﬂn du nnul domaine
at La Commu-
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ne serait exandrdéuent taxde.

(2) Le premier chiffre de la contribution britanni-
aue fixé & 3% crée des difficultés, car il est
fixé trop bas.

Pour notre part, nous acceptons l'argument po-
litioue oui vise & fiver la premiére contribution
britannioue & un niveau aussi bas que possible,
de maniere & encoureger les effets obénéfiques
de l'élergissement sur 1'économie britannique
et d dviter des difficultés psychologicues et
politioues.

Cependent, ce chiffre ne nous paralt pas cor-
respondre & ce aui convient, pour deux motifs:
(a) si l'on admet que dans le budget actuel de

la. Comnunauté 20% de dépenses sont consacrées

a4 d'eutres secteurs nue ceux de l'application

de lg, politinue agricole commune, auxquels
ﬁmﬁﬂrﬂtm& participera imzédiatement

: -
.-::l-_'-t:.'liJ._I:_ [l
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té; il est donc logminue que le principe
de la solideritd financidére et communaubaire,
excluant toute notion de juste retour, pulsse
gétre apnliquéd.

Il peut donc peraitre normal qu'on arrive
4 un montant un peu supérieur & celui qui
n'occesionnerait pas de dépenses supplden-
taires aux actuels Btats membres par suite
de l'élargissement. Un chiffre de ce genre
doit également pouvoir permettre l'établis-
sement dans de bonnes conditions d'une
courbe permebtant d'échelonner de maniére
";'ﬂﬁﬁﬁﬂﬂllﬂ at araiaaanta les contributions

ré f: des ressources propres.
= *;fnatima nue la Grande-
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£ E C NEGOTIATIONS AND YCUR VISIT TD BONN

You may like to have my impressions of the meetings here
this week and their implications for your talks with Brandt.
2. In over six hours of discussions between themselves on
Monday on Commonwealth sugar, New Zealand dairy products and
Community finance, the Community made no significant progress
towards a common position. In each case the French took an
extreme position, and although there are differences of detail
in the views of the Five and the Commission, the French were on
‘this occasion isolated, and seen to be isolated on all the
. three main issues remaining to be settled in our negotiations.
The atmosphere during this discussion seems to have been poor,
vith some blunt speaking, and reneved criticism of Schumann's
partisan chairmanship. And we are told that Scheel, toro and
~ Luns tndk virtually no part in the restricted meeting after

- dinner h mﬂa their dislike of Schumann's positions

( k )mr talks with Brandt. The Six

mmmtmuwu



4. The resulting impatience and irritation on the Community
side helped to give an easy passage to our proposal to try to
reach agreement on the main issues in May. We all agreed to
set aside 10, 1l and the afternoon and evening of 12 May for
a series of meetings for this purpose and to envisage a further
meeting later in the month if necessary., The meeting on the
10th will be one of the Six, without us. (But for the Germans,
there would have been agreement to specify 18 May for this
further meeting, and | have no doubt that we shall get it if
we need it.)
5. People are, of course, asking themselves why the French
isolated themselves so unreasonably. Some of the French
delegation were not happy with their position, particularly on
sugar. But, even if Schumann handled his position insensitively,
it is obviously part of a deliberate strategy. | believe that
the French are now constructing the best negotiating pesition
for themselves in preparation for the crunch here, and also no
doubt for any bilateral meeting with us. (There is some
speculation here about the possibility of an Anglo-French
meeting and | am sure that the sooner arrangements can be made
and announced for your meeting with Pompidou - for which April
is more. than ever the right time - the easier it will be to
~ present it ﬂm being confined to Community issues. It
~ might also be Wﬁﬂﬂ; wise to link this visit with plans to
;I_f.__ ter g ﬂ part of the series.) The French fear
they make concessions to their partners here before the
| f_-'_- P y a second time vhen the crunch
o o0 rigit. Ty my alo v to
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denonstrate to us the ineffectiveness of the Five in order to
strengthen their position in talking to us.
3. All this - and particularly the timetable which the
Conference has now adopted - means that your talks with Brandt
could not have been better timed. Scheel was apparently
helpful in the Community's internal discussions on loncay,
particularly on New Zealand and sugar. But German of f icials
from von Braun downwards show no desire to stand up to the
French, and we shall need Brandt's support.
?.r The main points to get across to Brandt seem to me to be
(a) the importance of the time-table we have now all

set ourselves;
(b) where our priorities lie;
(c) our views on summitry; and
(d) the importance of success for Germany's policies,

as well as for the Community as a whole and for
i our own continuing position in European integra-

tion and cooperation in all fields.

8. As regards the time-table, we have June and July in reserve.

MWWMW if they were to drag on for another
o All m are now clear, and can be decided

m that our priorities are

y years; something more for
rpmmﬂ
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at the end of our transitional period, and would try to meet
French anxieties on Community preference in agriculture.

10. On sumitry, | hope you will feel able to tell Brandt in
confidence of your plans for meeting Pompidou. As | have said,
there is already speculation here. And in any case Brandt
should know that we see serious drawbacks in planning a summit
of the Seven: | understand that Monnet may have written or be
writing to Brandt to urge on him a sumit of the Seven, which
ve do not want.

11. | am sending a copy of this minute to the Foreign and
Comuonvealth Secretary and to Sir Burke Trend.

G.R.

R <X - N Geoffrey Rippon
RS a7 ;_*L*-'-:' oy
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RECORD OF CONVERSATTON 307 5N THE P
AND TH PRESIDENT OF TH; SUROPAN COMMISSION

Palais Berlaymont 16 March 197) at 1545 hrs

The Rt Hon Geoffrey Rippon CC, 1P Signor Malfatti

Mr. Tickell Mr, Yellenstein

Signor Ruggiero
Interpreter

Sigmor Malfatti thanked ifr, Rippon for sending him a
copy of his speech to the Harvard Business School Club

on 9 March., He thought Mr. Rippon had made an admirable
defence aof the Commmity. He himself had learmed a lot
from the speech. He repeated his thanks to !. Rippon
for his own most useful and enjoysble visit to lLondon.

He hoped that Mr. Rippon had not been misled by certain
misinterpretations of what he had said about the timing of
the negotiations at his London press conference.

EE.-‘ * un: timtr hB M»d iﬂdﬂaﬁ- DEBII GH-B‘L :lI'i thﬂ




CONFILANTI AL
to get round difficulties of principle by dealing with
problems comnodity by commodity. In Vashington he had
been struck by the difforence of view at different
levels about the British 39C cendidature, At the top
everyone wanted the negotiations to succeed; further
down the power of the various vosted interests who saw
themselves affected sometimes seamed to be uppermost.
The escential issue for the Amerlcans was that failure
of the negotiations would have dangerous political and
defence implications for them as for Europe and the rest
of the world.

3. Mr. Rippon said that most of his North jmerdcan
discussions had bsen on agricultural levies and the future
of the developing Commonwealth countriss of the Caribbean.
As Signor Malfatti knew, we wanted the Commmnity to renew
the 1963 Declaration of Intent in respect of these countries:
we thought association was the best means of ensuring that
the tropical products of these countries (excluding of
course sugar) had - as was essential - continuing access
to the British market. The Americans, on the other hand,
M wﬁf-- e ﬁm'pnaspﬂut of any further extension of the
tial ares such as association of the
ﬁve !Ihsir rmd.u faur was, of




COMNFIDENTTAL
obliged to choose between Evrope and the United States.

4, Mr, Rippon sald that he had discussed ways out of this »
dilemma. Ve had asked the Commuity to freeze the existing
arrangements with the Caribbean until 1975. This would

give time after British entry to negotiate suitable arrange-
ments. Vhether these included reverss preference or not
would then have to be decided. 1In the long term the right
answer might be the conclusion of worid agreements, in

which the Community had shown intsrest, but these were a

long way off and would be very hard to negotiate. The vital
point for Britain was that something had to be done to assure
the markets of the small developing countries for whom we
had responsibility.

5. Signor Malfatti said that he had been particulariy
struck by the references in Mr. Rinpon's spesch in New York
to the differences between the United States, British and
European tariffs, and to the remarkable increase in
American trade with the Commmmnity. ‘The purpose of his
miaaim tﬂ ‘the United States, which he had just been

scussing w ﬁ'gtlw Six Foreign llimisters after lunch, would
at Americen fears were considerably
ﬁ% complaints which each made of the

if] .=_ It would be ramarkable if




i CONFTDENTTAL

settle the guestion of Commmity representation in
Washington. The Commmity was thinking of sending a
senior representative there to have the role if not
the name of ‘mbassador,

6. Mr, Rippon said he was glad Signor Malfatti was going
0 the United States. There was a general tendency in
the world towards protectionism. But according to the
informetion he had received in liashington the Mills Bill
was probably out of the ruming wntil next year. So far
as Europe was concerned the important thing was to show

& reasonable understanding of the position of Third Countries,
such as the United States and to avoid too suddsn changes
which could upset trading patterns overnight. Signor
Halfatti repeated that he was conviiiced that British entry
into the Commmity would greatly improve relations bstwean
the United States and Burone. If the matter came up in
Washington, he would say this, adding that he was neither
Optimia't.iﬂ nur pessimistic gbout the outcome of the
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Mp. Rippon said that he was & little tired of new problems
being presented to us as fundemontel while the negotiations
proceeded. So far we had given and given and given.
Apart from New Zealand dairy products and sugar from the
developing Commonviealth, the only problems which remained
ware transitional. Success means achievement of a
docking operation. It would be a mistake to present
Commmity preference as some new big issue. As Signor
Malfatti had said himself, we eccepted it by implication.
Signor Malfatti agreed that we should seek to avoid any
argumsnt about it, He was very anxious it should not
become & political problem and that the technicians should
producs the answers without fuss.

8. Mr, Rippon said that after todays linisterial meeting
he had come round to the French view that it would be
necessery to nave ayue d'ensemble in May for Ministers to
negotiate between them., 1In the meantime the Deputies
would have to speed up their work and mcke the very full
preparations necessary.

ar, Yellenstein said that the application of Comrnmity
erence vas mm & docking problem. The Commission
124 produced & formuls which he hoped would give the
' "W=al1~@ﬁ taha pm‘nlam to be solved.
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developing countries, & reasonable scale for our financial
contributions to the budget during the trensitional period
(with a margin for negotiation over the years of correc-
tives) and, of course, suitsble arrangements, preferably
association, for the developing Commonwealth countries of
the Caribbean. On these things the Commmity simply had
to come towards Britain. He hoped that real progress
would be made in May and that all these probelms could
be dealt with together. Signor Malfatti agreed that the
ossentials must then be decided if possible. Mr. Rippon
said that at the end of the day he must be able to say to
Parliament and to British public opinion that we hed made
good arrangements for New Zealand and the developing
Gmrml%
. At
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16 sarch 1971

The Prime sinistor saw Proafessor Ehnke arver
Guestions toduy, 16 korech.

“hgy agrood uhat vhen ulie I'rine “huuuar oeLy
Horr Brondt, & large port of the time should be
spert, in private talks or talks with only a smoll
mmber ot officiuls jresent.

“here vias somo pgenorel cdiscussion of vho L0
npogotiations. Frrofosuor Liuke mgad Lilau iv vould
be a nistake Lo boeccme crbroiled au tils stage in
urther debate cbout fipwres ior our ringneial
contritution. The Primo ilinister cgcopued thau tho
resy siep chowndd be Lo uf}-;wa,rnaunm-imi plos,

1010, ne paim.ad out. that poliiicolly it vas

LA Leud in to uie munw‘{tm our %m
¢ '=-| . Lislocuory wo JeLers 10 |
‘-t:.;n: ﬂ_-“:?;;_; ﬂwm themselves deelinodio ive f
‘t-'l'jj’ *‘i‘.“‘miﬁ mh‘-ﬂ'kr i) 1|
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SAVING WASHINGTON UAMIS GENEVA BERNE OSLO CGPENMAGEN HELSINKI
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CMLARGEMENT NEGOTIATIONS
EXC COUNCIL: !5 MARCH

THE COUNCIL BEGAN AT &, 1“ M. N THE “ERICD BEFURE DINNER ALL
THREE SUBJECTS ON THE AGEHDA, GCOMMONWEALTH SUGAR, ME. ZEALAMD
DAIRY FPRODUCTS ARD COMDHITY FIMANCE WERE DISCUSSED I1HCORCLUSIVELY,
2. IN EACH CASE THE FRENCH “ERE MORE OR LESS COMPLETELY JSOLATED.
BUT i NO CASE DID SCHUMANM SEEK TO REACH 4 COMPROMISE:
HE MERELY 1'ASSED ON TO THE NEXT FOIAT “HEM DEADLCCK ''AS RELCHED,
CUMMONWEALTH SUGAR :
3. MALFAYT) (COMMESSION) PEGAN BY PUTTING A STRONG CASE FGR
GENEROUS TREATMENT OF THE DEVELOFING SUGAR PRUDUCERS. MOREUYVER
- THE COMMUMITY COULD E4SILY AFFORD TO BE GENEROUS SINCE COMMUNITY
mmwmrrm# TO GROW BY 197 < 151,391 TONS a Yrap,

5 COUNTRIES Wﬁ‘r mmﬂa mrrsusmnu FUR LOUSS




AN TO AGREE WITH THE OTHERS-THAT THE ORKFER SHOULD BE EXCRESSED
l.. TERMS OF PRECISE ,u;hTtTlrﬁ OF GHEESE AND BUTTER. BUT THERE
WAS NO NARROINC OF THE -GAP BETUEEN THE FRENCH 2MD THE € OTHERS
oW UANTITLES: NOR ON THE FOR™UL4 To '(._n-'n THE PERIOD AFTER 2 THE
FND OF THE TRANCITIONAL “ERIOD IN THE EVENT OF AN INTERNATICHAL
DAIR: “RODUCTS AGREEMENT HOT.SEING HEG.TIABLE.
COMMUNITY FINANCE
8. DEMIAY INTRODUCED THIS SUBJECT, SETTING OUT A NUMBER OF
RINCILES ON SI' ILAR LINES TO wWELLEMSTEIN'S ST TEMENT TU THE
COMMITTEE OF PERVANENT REPRESENTATIVES GH 11 MARCH (CODEL TEL.
M. 175): BUT HE “ENTIONED NO FICURES. HE REFERRED TO THE T.0
FI <ED ELEMENTS, LEVIES AND CUSTOMS DUTIES VHICH SHUCULD MOVE
WP ON A LINEAR PROJECTION: AND THE LUDGETARY ELEMENT “HICH QULD
EE FIXED ARBITRARILY AND ‘HICH THE COMMISSION BELIEVED SHOULD
RISE ON A CURVE. THESE 1DEAS FITTED IN WITH THOSE OF THE EELGIANS,
THEY ALSQ MET THE BRITISH %ISH TO START SLO.LY AND TO ALLGw THE
DYNAMIC EFFECTS OF ENTRY TO BE FELT BEFORE THE HEAVIEST
EURDEN HAD TO BE CARRIED, .
9, DEMIAU SAID THAT IT WAS, HOWEVER, DIFFICULT TO START AT THE
END OF THE TRANSITIONAL PERIOD AS THE BELGIANS HAD DONE. YOU
COULD NOT HAYE A TARGET FIGURE BUT CNLY A TARGET ZONE WHICH HE
DEFINED AS BETWEEN P OR 3 PERCENTAGE POINTS BELOW £5%B AND ¢
FERCENTAGE POINTS ABOVE.
ilm HARMEL THEN DESCRIBED HIS OWN SIX PRINCIPLES, HAVING

FiasT APOLOGISED FOR HAVING PREMATURELY FUT FORWARD PRECISE

FIGURES WHICH HE REALISED TO HAVE BEEN A MISTAKE. HIS _PRINCIPLES
i“" COVLD EASILY BE FITTED INTO THE COMMISSION CONEPT OF A TARGET
ZUNE. THEW ONE, TWO OR THREE YEARS OF CORRECTIVES CQULD BE !
nuu.:;. Hﬂ!ﬁ"ﬂ mm!mm ’ru FAVOUR THE COMMISSION IDEA OF

MUNITY SHOULD DISCUSS HIS AND. |
ﬂih SHOw US THAT CUR QFFER

-~

- 'ﬂ'n-_s IDEA AMONG THE OTHER HINIS
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I' GO FURTHER “ITHOUT A STUDY IN DEPTH EY THE PERMANEARY 1§

ENTATIVES AND ITHOUT DISCUSSING 1T ITH _HIS CABIR

« HAR-EL WTESTE THAT | ) GS f ; e ME N

: EAT G HAT HE HAD LAl 18 LE* e o J EFEATL
THAT HE COULD GO NO FURTHED AT THE MOMENT,
17, WHEN SCHUMANN THEMN SEEMED TO WANT TO CLOSE THE MEETING,
MORO AND SCHEEL PROTESTED, THERE mMUST BE SUME FURTHER ATTEMPT
TO GET AGREEMEMT. IT WAS FINALLY AGREED THAT THERE SHUULD BE A
RESTRICTED SESSION AFTER DINMER. BUT THE FRENCH SUCCESSFULLY
RESISTED AN ATTEMPT. TO RESTRICT THE MEETING TG MINISTERS ORLY,
RESTRICTED SESSION
17. LUNS BEGAN BY SAYING THAT HE WAS VERY WCRRIED AT THE LaCK
OF PROGRESS, BUT FOR ONE COUNTRY PROGRESS COULD HAVE BEEN MADE.
AFTER 17 MARCH THERE «ERE OfLY TwWO FURTHER MEETINGS wITH THE
- BRITISH BEFORE THE END OF JUNE. THEY HAD HEARD SCHUMAKN'S
YIEWS AS FRENCH MINISTER. BUT COULD HE HOT NCL MELP TO WORK
QUT A COMPROMISE, HE REVEATED THAT HE WAS WORRIED, THOUGH KOT
JRAMATICALLY %“ORRIED,

18 HARMEL SUPPORTED THIS LINE. HE PROPCSED THAT THESE THREE
PUINTS SHOULD BE DISCUSSED AGAIN BY THE COUNCIL ON 37 MARCH
WITH THE %ILL TO SUCCEED., IF THEY REACHED AGREEMENT THEN THIS
COULD BE FED INTO THE DEPUTIES ON é =7 APRIL,
19, SCHUMANN AGREED THAT THERE SHOULD BE A FURTHER DI SCUSSION ON

nm. BUT HE ADDED THAT THERE VAS NO CEATAINTY THAT THEY
m-:.n REACH mm TI-FEIt ALTHOUGH HE HOPED THEY WOULD,
M TS BY L LU An HHH!EL THAT THIS DEADLOCK

SCHUMAHN _SAID THAT IT
iﬁi TIGII BRITISH ST TE
' HS EHLAHE Ei

Cl 391#1.




"2. SCHUMANH INTERVERED TO SaY THAT THESE FIGURES WERE HOPELESS.
HE <QULD HOEVER MAXE A CONCESSION, FF‘AHE‘:E "fﬂU-Lr' 0T INSIST THAT

THE FIGURE BE LIMITED TO 583,210 TONS, FRA HCE WAS READY T0
SAY THAT THE GUANTITY SHOULD NOT BE LESS THAH 5.7, 394 TONS.

THERE “AS GENERAL LAUFHTEH. -Aﬂ%HﬂLT THEN TNTERVENED . WE ™
H-... :!"'-'EH STUDYING THE IUEETIE'I GF' SUGAR FOR THE LAST ! 5 ‘I'FF-H.;-
Tﬂl? \'AS ONE OF THE MOST IMPORTANT COMMODITIES FOR THE DEV #LEHIHG
COUNTRIES AND FOR THE IMAGE OF THE COFMUNITY In THE THIRD ' ORLD.
E“Eﬂ-TF-FhEHEH PRODUCTION INCREASED, THE COMMUNITY COULD AFFORD
TC TAKE 1.3 MILLION TONS FROM THE DEVELOPING PRODUCERS. THEY
HAD A SOCIAL RESPONSIBILITY TO DO $S0. THERE WAS MO SOCIAL
v SOSLEM FOR FRANCE, THERE WERE NO SMALL SUGAR BEET GROVERS 14
FRANCE, ONLY MILLIONAIRES WHOSE HOFE WAS TO INCREASE THEIR
FORTUNES, THERE “OULD BE NOC HARDSHIY FOR THESE HEET GROWERS IF
0N EALTH SUGAR WERE ADMITTED.
CTF. SCHUMANY THEM AGAIN OFFERED A SUSPENSION. BUT LUNS SAID
THERE WAS NC POINT. AND HARMEL SAID HE WITHDREW HIS REUUEST:
THE ILLUSIONS THAT HE HAD HAD THAT AGREEMENT MIGHT EBE REACHED
NG Lﬂﬁm EXISTED.
£8. THEHE mﬁ am M COMFERENCE.

A > w3 - ‘

N UKFIS GENEVA BERNE OSLG COVENHAGEX
mﬂm DUBLIN CTTAWA AND
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Foreign and Commonwealth Office
Downing Strect London S Wi
Telephone or-gje ¥440

T

Chancellor of the Ducky of Lancaster 16 March 1971

3w ‘Pﬁlﬂf )

You asked whether we could give a brief explanation
of M. Deniau's principles on Comaunity finance, and
M. Harmel's principles, referred to in Code! Brussels
telegram no. 179, paragraphs 810 respectively.

M. Deniau's principles appear to be that the British
contribution should be made up of :

(a) 90X receipts from levies;

(b) 90X receipts from duties
under the CET;

(c) an arbitrary budgetary element.

It is not entirely clear that these are the "principles”
referred to in Codel Brussels telegram under reference.
It should be possible to give you any fuller explanation

vhich lﬂ{_h& necessary on the return tomorrow of the
- negotiating team from Brussels.

gkttt i iy ':H ly'iﬁf._ﬁlﬂlﬂ: as explained to Mr. Rippon

O b e, are ¢
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(b) transitional measures should allow
for a gradual movement towards the

system of ressources propres;

(c) it would be logical to think in
terms of a plausible termination
figure (i.e. to move backwards from
1978 instead of concentrating on
the starting figure);

(d) there should be a corrective period
after the five-year transitional
period;

(e) there should be flexibility during
the transitional period in the upper
and lower limits of the British
contribution. Britain should pay
90% of her receipts from levies,

90% of her receipts from duties
and, as necessary, a budgetary
elannnt

!E) there should be a regulatory element
-—tp tha tﬁmaitiunal period to ensure
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15 March 1971

The Prime Minister met the Fore and
Commonwealth Secretary and the Chancellor of
tie Duchy of Lancaster today 15 March to discuss
tue Comnuni nuﬂut.iat.lmm‘ Sir Con O0"Neill
and Sir Will ield were also present.

The Chancellor of the Duchy of lLancaster
described the timetable which he foresaw, e
didinot think there would be a great deal of
wnﬁﬂnmtmmlﬂmmmnmnﬂ

have samething to say on New Zealand dairy
products and sugar and there could be discussion
of Community preference. There would be enough





